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Welcome and Congratulatory
Resolutions

8. R. No. 787—By Senator Blanch-
ard: Extending congratulations to
Mr. and Mrs. Roy Wicker, Jr,, on
their selection as Seagraves “Farm
Family of the Year.”

S. R. No. 788—By Senator Blanch-
ard: Extending congratulations to
Mr. and Mrs. Garland Phillips and
their son, Loren, for their devotion
to their community.

S. R. No. 789—By Senator Blanch-
ard: IExtending congratulations to
Arthur Griffin, Crosbyton, “Citizen of
the Year”

S. R. No. 790--By Senator Watson:
Commending Trenton Horton for his
Service ag a Texas Ranger.

S. R. No. 792—By Senator Watson:
Commending Waco Regional office of
Veteran's Administration on receipt
of Superior Accomplishment Award.

8. R. No. 794—By Senator Snelson:
Commending Mrs, J. Philip Robbins
on her selection us First Lady of
Fort Stockton for 1971,

8. R. No. 795—By Senator Watson:
Extending welcome to Dr. Ellis Mar-
shall, et al,

8. R. No. 797—By Senator Aikin:
E::itending welcome to Miss Kay Ken-
nedy.

S. R. No. 798—By Senator Watson:
Extending welcome to the Honorahle
Roy Sanderford.

S. R. No, 799—By Senator Watson:
Extending welcome to Paul Boyd.

Adjournment

On motion of Senator Aikin the
Senate at 12:19 o'clock p.m. ad-
journed until 11:00 o’clock a.m. Mon-
day, March 29, 1971,

APPENDIX

Sent to Governor
March 25, 1971
3. C. R. No. 62,

FORTY-FIFTH DAY
(Monday, March 29, 1971)

The Senate met at 11:00 o’clock
am., pursuant to adjournment, and
was called to order by the President
Pro Tempore.

The roll was called and the follow-
ing Senators were present:

Aikin Hightower
Rates Jordan
Beckworth Eennard
RBernal Kothmann
Blanchard Mauzy
Bridges MecKool
Brooks Moore
Christie Patman
Connally Ratliff
Creighton Schwartz
Grover Sherman
Hall Snelson
Harrington Wallace
Harrig Watson
Herring Wilsen

Absent—Excused
Word

A quorum was announced present.

Rabbi Samuel M. Stahl offered the
invocation as follows:

“God of all mankind! Standing in
this historic chamber, we recall the
vision of the founders of our na-
tion, of which Texas is a proud part.
We admire their zealous dedication
and pray for the fortitude never to
veer from their noble zims.

“May all of us emulate their pro-
phetic boldness, their scrupulous hon-
esty, and their educated wisdom as
we are about to grapple with the mal-
adies plaguing us today.

~—the continuing agony of non-
whites in failing to achieve full recog-
nition as authentic human beings;

—the hordes of underprivileged in-
fants, starving in the rat-infested
eribs;

—the silencing of true, but unpop-
ular, opinions because they unsettle
the ‘silent majority’; and

—the desecration of our environ-
ment through negligence or through
the greedy desire for gain.

“As we now are about to deter-
mine the destiny of Texas, grant us
the strength to enter our debates and
deliberations, without concern for the
cheering of the approving masses or
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the increase in fortune, but with in-
tegrity and with ethical nobility.
Amen,”

On motion of Senator Aikin and
by unanimous consent, the reading of
the Journal of the proceedings of
Thursday, March 25, 1971 was dis-
pensed with and the Journal was ap-
proved.

Leave of Absence

Senator Word was granted leave
of absence for today on account of
important business on motion of Sen-
ator Hall.

Messapge From the House

Hall of the House of Representatives

Austin, Texas,
March 28, 1971.
Hon. Ben Barnes, President of the
Senate.
Sir: I am directed by the House to
inform the Senate that the House has
passed the following:

H. . R. No. 98, Extending an invi-
tation to The Reverend Dr. Billy Gra-
ham to hold 2 crusade in Austin.

H. B. No. 32, A bill to be entitled
“An Act relating to the speed for
motorcycles and motor-driven cyecles;
amending Subsection (a), Section 166,
Chapter 421, Acts of the 50th Legisla-
ture, 1947, as added (Article 6701d,
Vernon’s Texas Civil Statutes); and
declaring an emergency.”

H. B. No. 384, A bill to be entitled
“An Act relating to the authority and
responsibility of the commissioners
court of each county in the state to
fix the ecompensation and allowances
for all officials and employees paid
wholly from county funds; providing
an effective date; repealing all laws
or parts of laws relating to compen-
sation and allowances for officials and
employees paid wholly from county
funds; and declaring an emergency.”

Respectfully submitted,
DOROTHY HALLMAN,
Chief Clerk, House of Representatives

Reports of Standing Committees
Senator Hall submitted the follow-

ing reports for the Committee on
County, Distriet and Urpan Affairs:

S. B. No. 8056.
S. B. No. 425,
S. B. No. 425.
S. B. No. 424,

Senator Creighton submitted the
following reports for the Committee
on Water and Conservation:

. B. No. 6b2.
. B. No. 700.

S

S

8. B. No. 701,
S. C. R. No. 41 {Amended).
S. B. No. 884,

Senate Resolution 806

_ Senator Herring offered the follow-
ing resolution:

Whereas, It is a pleasure for Mem-
bers of the Senate of Texas te pay
tribute to one of our most distin-
guished colleagues on the oceasion of
his forty-eighth birthday; and

Whereas, Senator W. E. “Pete”
Snelson made his entry into this
world on March 28, 1923 in Grand-
falls, Texas, the son of Mr, and Mrs,
Luke R. Snelson; and

Whereas, ‘Pete” Snelson earned
his Bachelor of Aris degree at The
University of Texas at El Paso; he
pursued his studies further at North-
western University where he received
his Master of Science degree; the
years from 1943 to 1946, he spent in
the service of his country; he served
in the European Theatre with the
United Siates Army as a Special
Agent of the Counter Intelligence
Corps; and

hereas, He began his political ea-
reer when he was cleeted to serve in
the Texas House of Representatives
from 1960 to 1962; he was clected
to the Senate in 1964, serving one
term, and returned to the Senate in
1968 serving until the present time,
he has served the Senate with honor
and distinction; and

Whereas, He has been supported in
all of his undertakings by his charm-
ing wife, Susan; they are the proud
parents of four delightful children,
Gene, Sandra, Steven and Shane;
now, therefore, he it

Resolved, That the Senate of the
62nd Legislature take this oppor-
tunity to wish our esteemed colleague,
Senator W. E. “Pete” Snelson a very
happy birthday; and express to him
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our sincere appreciation for the sig-
nificant econtributions he has made
toward the betterment of the State

of Texas.
HERRING
Signed—Lieutenant Governor Ben
Barnes; Aikin, Bates, Beckworth,

Bernal, Blanchard, Bridges, Brooks,
Christic, Connally, Creighton, Grover,
Hall, Harrington, Harris, Hightower,
Jordan, Kennard, Kothmann, Mauzy,
McKool, Moore, Patman, Ratliff,
Sehwartz, Sherman, Wallace, Watson,
Wilson, and Word.

The resolution was read.

On motion of Senator Aikin and
by unanimous consent, the names of
the Lieutenant Governor and Sena-
tors were added to the resolution as
signers thereof.

On motion of Senator Herring the
resclution was adopted.

Senate Bills on First Reading

Senator Brooks moved that Senate
Rule 108 and Section 6 of Article IIT
of the State Constitution be suspended
to permit the introduction at this
time, the following bills, the provi-
sions of which were explained.

The motion prevailed by the fol-
lowing vote:

Yeas—30

Aikin Hightower
Bates Jordan
Beckworth Kennard
Bernal Kothmann
Blanchard Mauzy
Bridges McKool
Brooks Moore
Christie Patman
Connally Ratliff
Creighton Schwartz
Grover Sherman
Hall Snelson
Harrington Watllace
Harris Watson
Herring Wilson

Absent—Execused
Word

The following bills were then intro-
duced, read first time and referred to
the Comamittees indicated:

By Senator Beckworth:

S. B. No. 888, A Dill to be entitled
‘“An Act relating to the salary of the
Criminal Distriet Attorney of Upshur
County, his assistant, and his secre-

tary; amending Sections 4 and b,
Chapter 508, Acts of the 58th Legis-
iature, 1963 (Article 326k-51, Ver-
non’s Texas Civil Statutes); and de-
claring an emergency.”

To Committee on County, District
and Urban Affairs.

By Senator Brooks:

5. B. No. 889, A bill to be entitled
“An Act relating to the duties of the
Advisory Council for Technical-Voca-
tional Education; amending Section 7,
Chapter 89, Acts of the 61st Legisla-
ture, Regular Session, 1969 (Article
2675n, Vernon’s Texas Civil Stat-
utes) ; and declaring an emergency.”

To Committee on State Departments
and Institutions.

By Senator Brooks:

S. B. No. 890, A bill to be entitled
“An Act relating to qualifications fer
a professional certificate for teachers;
amending Subsection (a), Section
13.07, Texas Education Code; and de-
elaring an emergency.”

To Committee on Edueation.

By Senator Brooks:

S. B. No. 891, A bill to be entitled
“An Act relating to an interstate
agreement on qualifications of educa-
tional personnel; amending the Texas
Education Code by adding Chapter
162; and declaring an emergency.”

To Committee on Education,

By Senator Harrington:

8. B. No. 892, A bill to be entitled
“An Act, to be known as the “Civic
Center Authority Act,” providing for
the ereation of Civie Center Authorities
without taxing power; defining terms;
making Authority a body politic and
corporate and a political subdivision
of the State; providing for an Au-
thority’s powers, authorization and
purposes; providing the areas which
may be included within an Authority;
providing the manner of creation of
an Authority; providing for its gov-
erning body; providing that the Au-
thority can enter into contracts and
leases; providing for the issuance of
bonds and refunding bonds by the
Authority; making such bonds legal
investments; containing other provi-
sions relating to the subject; contain-
ing a severability clause; and declar-
ing an emergency.”

To Committee on Interstate Co-
operation.
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By Senator Harrington:

S. B, No. 893, A bill to be entitled
“An Act authorizing cities, towns,
and villages to contract with Civie
Center Authorities; declaring the ap-
plicability of the Aect; authorizin
the contracts for certain purposes ang
providing for the terms, conditions,
and duration thereof; providing for
payments bi‘: city to an Authority and
declaring the sources therefor; pro-
viding for election by a city for au-
thority to levy and collect ad valorem
taxes; providing that this Act shall
control in instances of conflict with
general laws or home-rule charters;
eontaining other provisions relating to
the subject; and declaring an emex-
gency.”

To Committee on Interstate Co-
operation,

House Bills on First Reading

The following bills received from
the House, were read the first time
and referred to the Committees indi-
cated:

H, B. No. 384, To Committee on
County, Distriet and Urban Affairs.

H. B. No. 32, To Commiftee on
Transportation.

Senate Resolution 808

Senator Hightower offered the fol-
lowing resolution:

Whereas, It has been a growing
tradition in the Texas Senate to honor
children of Members; and

Whereas, A proper candidate for
Mascot of the Senate is Jill Wallace,
daughter of our distinguished ecol-
league, Senater Jim Wallace; now,
therefore, be it

Resolved, That this charming young-
ster be honored as Mascot of the Sen-
ate of the State of Texas; and be it
further

Resolved, That copies of thizs Reso-
lution be prepared for her as a me-
mento of this occasion.

HIGHTOWER

Signed—Lieutenant Governor Ben
Barnes; Aikin, Bates, Beckworth, Ber-
nal, Blanchard, Bridges, Brooks, Chris-
tie, Connally, Creighton, Grover, Hall,
Harrington, Harris, Herring, Jordan,
Kennard, Kothmann, Mauzy, McKool,
Moore, Patman, Ratliff, Schwartz,
Sherman, Snelson, Wallace, Watson,
Wilson and Word.

The resolution was read.

On motion of Senator Jordan and
by unanimous consent, the names of
the Lieutenant Governor and Senators
were added to the resolution as sign-
ers thereof.

On motion of Senator Aikin the
resolution was adopted.

The President Pro Tempore pre-
sented Jill Wallace to the Members of
the Senate.

Message From Governor

The following Message received
from the Governor was read and re-
ferred to the Committee on Nomina-
tions:

Austin, Texas,
March 29, 1971,

To the Senate of the Sixty-second
Legislature:

T ask the advice, consent, and con-
firmation of the Senate with respceet
to the following appointments:

To be Members of the Board of Re-
gents of Stephen 1P, Austin State Uni-
versity: For six-year terms to expire
January 31, 1977: Douglas Bergman,
of Dallas, Dallas County, for reap-
pointment; Walter C. Todd, of Dallas,
Dallas County, for reappointment;
Robert C. Gray, of Austin, Travis
County, to replace John Harold Bates,
of Houston, Harris County, whose
term has expired.

Respectfully submitted,

PRESTON SMITH,
Governor of Texas.

Senate Bill 479 Re-referred

On molion of Senator Mauzy and
by unanimous consent, S. B. No. 479
was withdrawn from the Committee
on Insurance and re-referrced to the
Committee on Jurispradence.

Senate Bill 233 on Second Reading

On motion of Senator Christie and
by unanimous consent, the regular or-
der of business was suspended to take
up for consideration at this time on
its second reading and passage to
engrossment:

S. B. No. 283, A bhill to be entitled
“An Act to be known as the Tnsur-
ance Holding Company System Regu-
iatory Act, relating to regulation of
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insuranece holding companies, subsid-
iaries, and affiliates, and their trans-
actions with insurance companies;
and declaring an emergency.”

The hill was read second time,

Senator Christie offered the follow-
ing Committee Amendment to the bill:

Amend Senate Bill No. 233 by strik-
ing out all below the Enacting Clause
and substituting in lieu thereof the
following:

Section 1. Chapter 21, Texas Insur-
ance Code, is amended hy adding an
Article 21.49 o read as Tollows:

“Article 2149, INSURANCE
HOLDING COMPANY SYSTEM
REGULATORY ACT.

“Section 1. FINDINGS. (a) It is
hereby found and declared that it may
not be inconsistent with the public
interest and the interest of policy-
holders and shareholders fo permit
insurers to:

“(1) engage in activities which
would enable them to make better use
of management skills and facilities;

“(2) have free =necess to capital
markets which could provide funds
for insurers to use in diversification
programs;

“(8) implement sound tax planning
conclusions; and

“(4) serve the changing needs of
the public and adapt to changing con-
ditions of the social, economie, and
political environment, so that insurers
are able to compete effectively and to
meet the growing public demand for
institutions capable of providing a
comprehensive range of financial serv-
ices.

“(b) Tt is further found and de-
clared that the public interest and the
interests of policyholders and share-
holders are or may be adversely af-
fected when:

“(1) eontrol of an insurer is sought
by persons who would utilize such
control adversely to the interest of
policyholders or shareholders;

#(2) acquisition of eontrol of an in-
surer would substantially lessen com-
petition or create a monopoly in the
insurance business in this state;

“{3) an insurer which is part of a
holding company system is caused to
enter into transactions or relation-
ships with affiliated companies on
terms which are not fair and reason-
able; or

“(4) an insurer pays dividends to
shareholders which jeopardize the fi-
naneial condition of such insurer.

“(c) It is hereby declared that the
policies and purposes of this article
are to promote the public interest hy:

“(1) facilitating the achievement of
the objections enumerated in Subsec-
tion (a);

“(2) requiring disclosure of perti-
nent information relating to and ap-
proval of changes in contrel of an
insurer;

“(3) requiring disclosure and ap-
proval of material transactions and
relationships between the insurer and
its affiliates, including certain divi-
dends to shareholders paid by the in-
surer; and

“(4) providing standards governing
material transactions between the in-
surer and its affiliates.

“{d} Tt is further declared that it
is desirable to prevent unnecessary
multiple and conflicting regulation of
insurers, Therefore, this state shall
exercise regulatory authority over do-
mestic insurers and, unless otherwise
provided in this article, not over non-
domestic insurers, with respect to the
matters contained herein,

“Section 2. DEFINITIONS. As used
in this article, the following terms
shall have the respective meanings
hereinafter set forth, unless the con-
text shall otherwise require:

“(a) Affiliate. An ‘affiliate’ of, or
person ‘affiliated’ with, a specific per-
son, is a person that directly, or indi-
rectly through one or more interme-
diaries, controls, or is controlled by,
or is under common contrel with, the
person specified.

*“(h) Commissioner. The term ‘Com-
missioner’ shall mean the Commission-
er of Insurance, his deputies, or the
State Board of Insurance, as appro-
priate.

“{¢) Contral. The term ‘eontrol,” in-
cluding the terms ‘controlling,’ ‘con-
trolled by, and ‘under common con-
trol with,” means the possession, di-
reet or indirect, of the power to direct
or cause the direction of the manage-
ment and policies of a person, wheth-
er through the ownership of wvoting
securities, by contract other than a
commercial eontract for goods or non-
management services, or otherwise,
unless the power is the result of an
oflicial position with or corporate of-
fice held by the person. Control shall
be presumed to exist if any person,
directly or indirectly, owns, controls,
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holds with the power to vote, or holds
irrevocable proxies representing, 10
paercent or more of the voting securi-
ties or authority of any other person.
This presumption may be rebutted by
a showing made in the manner pro-
vided by Section 3(i} that control does
not exist in fact. The commissioner
may determine, after furnishing all
persons in interest notice and oppor-
tunity to be heard and making specific
findings of fact to support such de-
termination, that control exists in
fact, notwithstanding the absence of
a presumption to that effect, where a
person exercises directly or indirectly
either alone or pursuant to an agree-
ment with one or more other persons
such a controlling influence over the
management or policies of an author-
ized insurer as to make it necessary
or appropriate in the public interest
or for the protection of the policy-
holders or stockholders of the insurer
that the person be deemed to control
the insurer.

“(d) Holding Company. The term
‘holding company’ means any person
who directly or indirectly controls any
insurer.

“(e) Controlled Insurer. The term
‘controlled insurer’ means an insurer
controlled directly or indirectly by a
holding company.

“(f) Controlled person. The term
‘controlled person’ means any persorm,
other than a controlied insurer who is
controlled directly or indireetly hy a
holding company.

“(g) Insurance Holding Company
System, The term ‘insurance holding
company system’ consists of two or
more affiliated persons, one or more
of which is an insurer.

“(h) Insurer. The term ‘insurer’
shall include all insurance companies
organized or chartered under the laws
of this state, or licensed to do busi-
ness in this state, including capital
stock companies, mutual companies,
title insurance companies, fraternal
benefit societies, local mutual aid as-
sociations, statewide mutual assess-
ment companies, county mutual in-
surance companies, Lloyds’ Plan com-
panies, reciprocal or inter-insurance
exchanges, stipulated premium insur-
ance companies, and group hospital
service companies, except that it shall
not include agencies, authorities, or
instrumentalities of the United States,
its possessions and territories, the
Commonwealth of Fuerto Rico, the

District of Columbia, or a state or
political subdivision of a state.

“(i) Person. A ‘person’ is an indi-
vidual, a corporation, a partnership,
an association, a joint stock company,
a trust, an unincorporated organiza-
tton, any similar entity or any com-
bination of the foregoing acting in
concert, but shall not include any se-
curities broker performing no more
than the usual and customary brok-
er's function.

“(j) Securityvholder. A ‘security-
holder’ of a specified person is one
who owns any security of such per-
son, including common stock, pre-
ferred stock, debt obligations, and any
other security convertible into or evi-
deneing the right to acquire any of
the foregoing.

“(k) Subsidiary. A ‘subsidiary’ of
a specified person is an affiliate con-
trolled by such person directly or in-
directly through one or more inter-
mediaries.

“(1) Voting Security. The term
‘voting gecurity’ shall include any se-
curity convertible inte or evidencing
a right to acquire a voting security.

“(m) Notwithstanding any other
provision of this article, the following
shall not be deemed holding compa-
nies: the United States, a state or any
political subdivision, ageney, or in-
strumentality thereof, or any corpora-
tion which is wholly owned directly or
indirectly by one or more of the fore-
going.

“(n) Notwithstanding any other
provision of this Article, this Article
shall not be applicable to any insur-
ance holding company system in which
the insurer, the holding company,
if any, the subsidiaries, if any, the
affiliates, if any, and each and every
other member thereof, if any, is pri-
vately owned by not more than five
{6) securityholders, each of whom is
and must be an individual or a nat-
ural person.

“Section 3. REGISTRATION OF
INSURERS. (a) Registration. Every
insurer which is aunthorized to do busi-
ness in this state and which is a
member of an insurance holding com-
pany system shall register with the
commissioner, except a foreign or
non-domestic insurer subject to dis-
closure requirements and standards
adopted by statute or regulation in
the jurisdiction of its domicile which
are substantially similar to those con-
tained in this article. Any insurer
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which is subject to registration under
this section shall register within 60
days after the effective date of this
article or 15 days after it becomes
subject to registration, whichever is
later, unlegs the commigsioner, for
good cause shown, extendsthe time for
registration, and then within such
extended time. The commissioner may
require any authorized insurer which
is 2 member of an insurance heolding
company system which is not subject
to registration under this Section to
furnish a copy of the registration
statement or other information filed
by such insurance company with the
insurance regulatory authority of its
domiciliary jurisdiction.

“{b) Information and Form Re-
quired. Every insurer subject to reg-
istration shall file a registration
statement on a form provided by the
commissioner, which shall contain
current information zbout:

“{(1) the identity of every mem-
ber of the insurance holding com-
pany system;

“{2} the capital structure, general
financial condition, ownership and
management of the insurer, its hold-
ing company, and the insurer’s sub-
sidiaries and, if deemed necessary in
the judgment of the commissioner, any
of its affiliates;

“(3) the following agreements in
force, relationships subsisting, and
transactions currently outstanding be-
tween such insurer and its holding
company, its subsidiaries, or its affi-
liates;

“(i} loans, other investments, or
purchases, sales or exchanges of se-
curities of any of the affiliates by the
insurer or of the insurer by any of
its afltliates;

{ii) purchases, sales, or exchanges
of assets;

““(iii} transactions not in the ordi-
nary course of business;

“{iv) guarantees or undertakings
for the benefit of an affiliate which
result in an actual contingent expo-
sure of the insurer’s assets to Iiabil-
ity, other than insurance contracts en-
tered into in the ordinary course of
the insurer’s business;

“{v) all management and service
contracts and all cost-sharing arrange-
ments, other than cost alloeation ar-
rangements based upon generally ac-
cepted accounting principles; and

“{vi)reinsurance agreements cover-

ing one or more lines of insurance
of the ceding company;

“(4) other matters concerning
transactions between registered insur-
ers and any affiliates as may be in-
cluded from time to time in any reg-
istration forms adopted or approved
by the eommissioner; and

“(5) such filing shall include a copy
of the charter or articles of incorpora-
tion and bylaws of such Iinsurer's
holding company and such insurer’s
subsidiaries and, if deemed necessary
in the judgment of the commission,
any of its affiliates.

“(e¢) Materiality. No information
need be disclosed on the registration
statement filed pursuant to Section
3(b), or the amendments thereto pur-
suant to Section 3(d), if such infor-
mation is not material for the pur-
poses of this section. Unless the com-
missioner by rule, regulation, or order
provided otherwise, either single
transactions or the cumulative total
of all transactions involving sales,
purchases, exchanges, loans or exten-
sions of credit, or investments, which
involve either one-half of one percent
or less of an insurer's admitted as-
sets, or five percent or less of an in-
surer’s surplus, determined by which-
ever is the lesser, as of the 31st day
of December next preceding, shall not
be deemed material for purposes of
this section, but any such single trans-
action or the cumulative total of such
transactions in excess of the lesser of
such percentages shall be deemed ma-
terial,

“{d) Amendments to Registration
Statements. Each registered insurer
shall keep current the information re-
quired to be disclosed in itz registra-
tion statement by reporting all ma-
terial changes or additions on amend-
ment forms provided by the commis-
sioner within 15 days after the end
of the month in which it learns of each
such change or addition ; provided,
however, that subject to Subsection
{¢) of Section 4, each registered in-
surer shall se report all dividends
and other distributions to sharehold-
ers within two business days follow-
ing the deelaration thereof, and pro-
vided further that any transaection au-
thorized by Section 4(d) hereof need
not be reported under this subsection,

“{(e) Termination of Registration.
The commissioner shall terminate the
registration of any insurer which dem-
cnstrates that it no longer is a mem-
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ber of an insurance holding company
system.

“{f} Consolidated Filing. The com-
missioner may require or allow two
or more affiliated insurers subject to
registration hereunder to file a con-
solidated registration statement or
consolidated reports amending their
consolidated registration statement or
their individual registration state-
ments.,

“{g) Alternative Registration. The
commissioner may allow an insurer
which is authorized to do business in
this state and which is part of an
insurance holding company system to
register on behalf of any affiliated in-
surer which is required to register
under Subsection (a) and to file all
information and material required to
be filed under this section.

““(h) Exemptions. The provisions of
this section shall not apply to any in-
swrer, information, or transaction if
and to the extent that the commission-
er by rule, regulation, or order shall
exempt the same from the provisions
of this section.

“(1) Disclaimer. Any person may file
with the commissioner a disclaimer
of affiliation with any authorized in-
surer or such a disclaimer may be
filed by such insurer or any member
of an insurance holding company sys-
tem. The disclaimer shall fully dis-
close all material relationships and
basis for affiliation between such per-
son and such insurer as well as the
basis for disclaiming such affiliation.
After a disclaimer has been filed, the
insurer shall be relieved of any duty
to register or report under this see-
tion which may arise out of the in-
surer’s reclationship with such person
unless and until the commissioner dis-
allows such a disclaimer. The com-
misgioner shall disallow swch a dis-
claimer only after furnishing all par-
ties in interest with notice and oppor-
tunity to be heard and after making
specific findings of fact to support
such disallowance.

#{j) Violations. The failure to file
a registration statement or any
amendment thereto required by this
section within the time specified for
such filing shall be a violation of this
section.

“Section 4. TRANSACTIONS
WITHIN AN INSURANCE HOLD-
ING COMPANY SYSTEM. (a)
Transactions with Affiliates. Material
transactions by registered insurers

with their holding companics, subsi-
diaries, or affiliates shall be subject
to the following standards:

“(1) the terms shall be fair and
equitable;

“(2) charges or fees for servieces
performed shall be reasonable;

*(3) the hooks, accounts, and ree-
ords of each party shall be so main-
tained as to clearly and accurately dis-
close the precise nature and details of
the transactions;

“(4) expenses incurred and pay-
ments received shall be allocated to
the insurer on an equitable basis in
conformity with customary insurance
accounting principles consistently ap-
plied; and

*(5) the insurer’s surplus as re-
gards policyholders following any div-
idends or distributions to the holdin
company or shareholder affiliates shal
be reasonable in relation to the in-
surer's outstanding liabilities and
adequate to ifs financial needs,

“{b) Adequacy of Surplus, For the
purposes of this article, in determin-
ing whether an insurer’s surplus as
regards policyholders is reasenable in
relation to the insurer’s outstanding
liabilities and adequate to its finan-
cial needs, the following factors,
among others, shall be considered:

“(1) the size of the insurer as
measured by its assets, capital and
surplus, reserves, premium writings,
insurance in force, and other appro-
priate criteria;

“(2) the extent to which the in-
surer’s business is diversified among
the several lines of insurance;

“(23) the number and size of risks
insured in each line of business;

_“(4) the extent of the geographical
dispersion of the insurer's insured
risks;

“{5) the nature and extent of the
insurer’s reinsurance program;

“(6) the quality, diversification,
and liquidity of the insurer’s invest-
ment portfolio;

“(7) the recent past and projected
future trend in the size of the in-
surer's surplus as regards policyhold-
ors;

“(8) the surplus as regards policy-
holders maintained by other compara-
ble insurers;

“{9) the adequacy of the insurer's
reserves; and

“(10) the quality and liquidity of
investments in subsidiaries made pur-
suant to Section 6. The ecommissioner
may treat any such investment as a
non-admitted or disallowed asset for
purposes of determining the adequacy
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of surplus as regards policyholders
whenever in his judgment such in-
vestment so0 warrants.

“(c) Dividends and Other Distri-
butions. (1) No insurer subject to
registration under Seetion 3 shall pay
any extraordinary dividend or make
any other extraordinary distribution
to its shareholders until (i) 30 days
after the commissioner has received
notice of the declaration thereof and
has not within such period dis-

within such 90 days shall constitute
approval of the transaetion.

“(2) The following transactions be-
tween 3 domestic insurer and any per-
son in its holding company system
may not be entered inte unless the
insurer has notified the commissioner
in writing of its intention fo enter
into any such transaction at least 30
days prior therecto, or such shorter
period as he may permit, and he has
not disapproved it within such peri-

approved such payment, or (ii) the| od

commissioner shall have approved
such payment within such 30-day
period.

“(2) For purposes of this section,
an extraordinary dividend or distri-
bution includes any dividend or dis-
tribution of cash or other property,
whose fair market wvalue together
with that of other dividends or {is-
tributions made within the preceding
12 months exceeds the greater of (i)
10 percent of such insurer’s surplus
as regards policyholders as of the 31st
day of December next preceding, or
(ii) the net gain from operations of
such ingurer, if such insurer is a life
insurer, or the net investment income,
if such insurer is not a life insurer,
for the 12-month period ending the
31st day of December next preceding,
but shail not include pro rata distri-
butions of any class of the insurer’s
own securities.

“(3) Notwithstanding any other
provision of law, an insurer may de-
clare an extraordinary dividend or
distribution which is conditional upon
the commissioner’s approval thereof,
and such a declaration shall confer
no rights upon shareholders until (i)
the commissioner has approved the
payvment of such dividend or distribu-
tion or (ii) the commissioner hag not
disapproved such payment within the
30-day period referred to above.

“(d) Commissioner’s Approval Re-
quired. (1) The prior written ap-
proval of the commissioner shall be
required for the following transac-
tions between a domestic insurer and
any person in its holding company
system: sales, purchases, exchanges,
loans or extensions of ecredit, or in-
vestments, involving more than either
five percent of the insurer’s admitted
assets or 2B Eercent of the insurer's
surplus, whichever is the lesser, as
of the 81st of Deecember next pre-
ceding; provided, however, that the
Commissioner must give his decision
of either approval or disapproval
within 90 days after notification by
the insurer and his failure to so act

(i} sales, purchases, exchanges,
loans or extensions of credit, or in-
vestments, involving either more than
one-half of one percent but less than
five percent of the insurer’s admitted
assets, or more than five percent but
less than 25 percent of the insurer’s
surplus, whichever is the lesser, as of
the 31st day of December next pre-
ceding;

“(i1) reinsurance treaties or agree-
ments;

“(1il) rendering of services on a
regular or systematic basis; or

“{iv) any material transactions,
gpecified by regulation, which the com-
missioner determines may adversely
affeet the interests of the insurer’s
policyholders or stockholders or of the
publie,

“(3) Nothing herein contained
shall be deemed to guthorize or per-
mit any transactions which, in the
ecase of a non-controlled insurer,
would be otherwise contrary to law.

“(4) The Commissioner, in review-
ing transactions hereunder, shall con-
sider whether the transactions comply
with the standards set forth in Sub-
division (a) hereof and whether they
may adversely affect the interest of
polieyholders. Any disapproval by the
Commissioner of any such transac-
tions shall set forth the specific rea-
sons for guch disapproval.

“(5) The approval of any transac-
tion under this section shall be deemed
as an amendment under Section 3(d}
to an insurer’s registration statement
without further filing.

“Section 5. ACQUISITION OR RE-
TENTION OF CONTROL OF OR
MERGER WITH DOMESTIC IN-
SURER. (a) Filing Requirements.
(1) No person other than the issuer
shall make a tender offer for or a
request or invitation for tenders of, or
enter into any agreement to exchange
geeurities for, seek to acquire, or ac-
quire, in the open market or other-
wise, any voting security of a domes-
tic insurer if, after the consumma-
tion thereof, such person would, di-
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rectly or indirectly, or by conversion
or by exercise of any right to acquire,
be in control of such insurer, and no
person shall enter inte an agreement
to merge with or otherwise to ac-
quire control of a domestic insurer
unless, at the time any such offer,
request, or invitation is made or any
suech agreement is entered into, or
prior to the acquisition of such securi-
ties if no offer or agreement is en-
tered into, or prior to the acquisition
of such securities if no offer or agree-
ment is involved, such person has
filed with the commissioner and has
gsent to such insurer, and such insurer
has sent to its shareholders, a state-
ment containing the information re-
quired by this section and such offer,
request, invitation, agreement, or ac-
quisition has been approved by the
commissioner in the manner herein-
after prescribed,

“(2) For purposes of this section
a ‘domestie insurer’ shall include any
other person controlling a domestic
insurer unless such other person 1s
either directly or through its affiliates
primarily engaged in business other
than the business of insurance.

“(b) Content of Statement. The
statement to be filed with the com-
missioner hereunder shall be made
under oath or affirmation and shall
contain the following information:

“(1) the name and address of each
person by whom or on whose behalf
the merger or other acquisition of
control referred to in Subsection (a)
is to be effected (hereinafter called
‘acquiring party’), and

“(i) if such person is an individ-
ual, his principal occupation and all
offices and positions held during the
past five years, and any conviction
of crimes other than minor traffic vio-
lations during the past 10 years; and

“(ji} if such person is not an in-
dividual, a report of the nature of
its business operations during the
past five years or for such lesser
period as such person and any prede-
cessors thereof shall have been in
existence; an informative description
of the business intended to be done
by such person and such person’s sub-
gidiaries; and =z list of all individuals
who are or who have been selected
to become directors or executive offi-
cers of such person, or who perform
or will perform functions appropriate
to such positions. Such list shall in-
clude for each such individual the
information required by paragraph
(i) of this subsection;

“(2) the source, nature, and
amount of the consideration used or
to be used in effecting the merger or
other acquisition of control, a descri
tion of any transaction wherein fung;
were or are to be obtained for any
such purpose, and the identity of
persons furnishing such consideration,
provided, however, that where a
source of such consideration is a
lcan made in the lender’s ordinary
course of business, the identity of the
lender shall remain confidential, if the
person filing suech statement so re-
quests;

“(3) fully audited financial infor-
mation as to the earnings and finan-
cial condition of each acquiring party
for the preceding five fizseal years of
each such acquiring party (or for
such lesser period as such acquiring
party and any predecessors thereof
shall have been in existence), and
similar unaudited information as of
a date not earlier than 90 days prior
to the filing of the statement;

“{4) any plans or proposals which
each acquiring party may have to
liquidate such insurer, to sell its as-
sets or merge or consolidate it with
any person, or to make any other
material change in its business or
corporate strueture or management;

“(5) the number of shares of any
security referred to in Subsection
{a), which each acquiring party pro-
poses to acquire, and the terms of the
offer, request, invitation, agreement,
or aequisition referred to in Subsec-
tion (a), and a statement as to the
method by which the fairness of the
proposal was arrived at;

“(6) the amount of each class of
any security referred to in Subsection
{a) which is beneficially owned or
concerning which there is a right to
acquire benefieizl ownership by each
acquiring party;

“(7) a full description of any con-
tracts, arrangements, or understand-
ing with respect to any security re-
ferred to in Subsection (a) in which
any acquiring party is involved, in-
cluding but not limited fo transfer
of any of the securities, joint ven-
tures, loan or option arrangements,
puts or calls, guarantees of loans,
guarantees against loss or guarantees
of profits, division of losses or profits,
or the giving or withholding of prox-
ies. Such description shall identify
the persons with whom such con-
tracts, arrangements or understand-
ings have been entered into;

“(8) a description of the purchase
of any security referred to in Sub-
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section (a) during the 12 calendar
months preceding the {filing of the
statement by any acquiring party, in-
cluding the dates of purchase, names
of the purchasers, and consideration
paid or agreed to be paid therefor;

“(9) a description of any recom-
mendations to purchase any security
referred to in Subsection (a) made
during the 12 calendar months pre-
ceding the filing of the statement, by
any acquiring party, or by anyone
based upon interviews or at the sug-
gestion of such acquiring party;

“{10) copies of all tender offers for,
requests or invitations for tenders of
exchange offers for, and agreements
to acquire or exchange any securities
referred te in Subsection (a), and
{if distriboted) of additional solicit-
ing material relating thereto;

“{11) the terms of any agreement,
contract or understanding made with
any broker-dealer as to solicitation of
securities referred to in Subsection
(a) for tender, and the amount of
any fees, commissions or other com-
pensation to be paid to broker-dealers
with regard thereto;

“{12) such additional information
as the commissioner may by rule or
regulation prescribe as necessary or
appropriate for the protection of poli-
cyholders and securitvholders of the
insurer or in the public interest.

“If the person required to file the
statement referred to in Subsection
() is a partnership, limited part-
nership, syndicate, or other group,
the commissioner may require that
the information called for by clausges
(1) through (12) shall be given with
respect to each partner of such part-
nership or limited partnership, each
member of such syndicate or group,
and each person who conirols such
partner or member, If any such part-
neyr, member, or person is a corpora-
tion or the person required to file the
statement referred to in Subsection
{a) is a corporation, the commission-
er may require that the information
called for by eclauses (1) through
(12) shall be given with respect to
such corporation, each officer and
director of such corporation, and each
person who is directly or indirectly
the beneficial owner of more than 10
percent of the outstanding voting se-
curities of such corporation.

“If any material change occurs in
the facts set forth in the statement
filed with the commissioner and sent
to such insurer pursuant to this see-
tion, an amendment setting forth such
change, together with copies of all

documents and other material rele-
vant to such change, shall be filed
with the commissioner and gent to
such insurer within two business days
after the person learns of such
change. Such insurer shall send such
amendment to its sharesholders,

“(e) Alternative Filing Materials.
If any offer, request, invitation,
agreement, or acquisition referred to
in Subsection (a) is proposed to be
made by means of a registration
statement under the Securities Act
of 1933, as amended, or in cirecum-
stances requiring the disclosure of
similar information under the Securi-
ties Exchange Act of 1934, as amend-
ed, or under a state law requiring
similar registration or disclosure, the
person required to file the statement
referred to in Subsection (a) may
utilize such documents in furnishing
the information called for by that
statement.

“(d)} Approval by Commissioner;
Hearings. (1) The commissioner shall
approve any merger or other acquisi-
tion of control referred to in Sub-
section (a) unless, after a public
hearing thereon, he finds that:

“(i} after the change of control
the domestic insurer referred to in
Subsection (a) would not be able to
satisfy the requirements for the issu-
ance of a license to write the line or
lines of insurance for which it is
presently licensed;

“(ii) the effect of the merger or
other acquisition of control would be
substantially teo lcssen competition in
insurance in this state or tend to
create a monopoly therein;

“(1ii) the financial condition of any
acquiring party is such as might
jeopardize the financial stability of
the insurer, or prejudice the interest
of its policyholders or the interests of
any remaining securityholders who
are unaffiliated with such aequiring
party;

“(iv) the terms of the offer, re-
quest, invitation, agreement, or ac-
quisition referred to in Subsection
{a) are unfair and unreasonable to
the securityholders of the insurer;

“(v) the plans or proposals which
the acquiring party has to liguidate
the insurer, sell its assets or consoli-
date or merge it with any person, or
to make any other material change in
its business or corporate structure or
management, are unfair, prejudicial,
hazardous, or unreagonable to policy-
holders or stockholders of the insurer
and not in the public interest;
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*(vi) the competence, trustworthi-
ness, experience, and integrity of
those persons who would control the
operation of the insurer are such that
it would not be in the interest of
policyholders of the insurer and of
the public to permit the merger or
other acquisition of control; or

“{vii) such acquisition or merger
would violate any law of this or any
other state or of the United States.

“{2} The public hearing referred to
in clause (1) hereof shall be held
within 30 days after the statement
required by Subsection (a) is filed,
and at least 20 davs' notice thereof
shall be given by the commissioner
to the person filing the statement. Not,
less than seven days’ notice of such
public hearing shall he given by the
person filing the statement to the in-
surer and to such other persons as
may be designated by the commission-
er. The insurer shall give such notice
to its securityholders. The commis-
sioner shall make a determination
within 30 days after the conclusion of
such hearing. At such hearing, the
person filing the statement, the ingyyr-
er, any person to whom notice of
hearing was sent, and any other per-
son whose interests may be affected
thereby shall have the right to pre-
sent evidence, examine and cross-ex-
amine witnesses, and offer oral and
writter arguments in  connection
therewith.

“{e) Mailings to Shareholders; Pay-
ment of Fxpenses. All statements,
amendments, or other material filed
pursuant to Subsection (a)} or (b),
and all notices of public hearings held
pursuant to Subsection (d), shal]l be
mailed by the insurer to its share-
holders within five business days after
the insurer has received such state-
ments, amendments, other material,
or notices. The expenses of mailing
shall be borne by the person making
the filing. As security for the pay-
ment of such expenses, such person
shall file with the ecommissioner an
acceptable bond or other deposit in
an amount to be determined by the
commissioner.

“{f) Exemptions. The provisions of
this section shall not apply to:

“(1) any offers, requests, invita-
tions, agreements, or acquisitions by
the person referred to in Subsection
{a) of any voting securily rcferred
to in Subsection (a) which, immedi-
ately prier to the consummation of
such offer, request, invitation, agree-

ment, or acquisition, was not issued
and outstanding;

“(2) any transaction which is sub-
ject to the provisions of: (i) Art
21.25, Sections 1 through 5, of this
Code, dealing with the merger or con-
solidation of two or more insurers
and complying with the terms of such
Article, (ii) Article 11.20 of this Code,
(iif) Article 11.21 of this Code, (iv)
Art, 14.13 of this Code, (v) Art. 14.61
of this Code, (vi) Art. 14.63 of this
Code, (vii) Art 21.26 of thiz Code
provided that all or 1009 of the stock
is initially and simultaneously pur-
chased in order to effect a total re-
insurance, (viii) Art. 22,156 of this
Code, and (ix) Art, 22,19 of this Code
provided that the reinsurance is a to-
tal direct reinsurance agreement.

“(3) any offer, request, invitation,
agreement, or acquisition which the
commissioner by order shall exempt
therefrom as (i) not having been
made or entered into for the purpose
and not having the cffect of changing
or influencing the control of a domes-
tic insurer, or (ii) as otherwise not
comprehended within the purposes of
this section,

“{g) Retention of Contrel. The fol-
lowing conditions affecting any con-
trolled insurer, regardless of when
such contrel has heen acquired, are
violations of this Article: (i} the in-
surer, its holding company or any
controlling person, or any of the offi-
cers or dirvectors of either, have vio-
lated this Article or have otherwise
demonstrated untrustworthiness; or
(ii) the insurer, the holding company
or any affiliate is in violation of any
provision of Chapter 15 of the Rusi-
ness and Commerce Code, Acts 1967,
60th Legislature, Chapter 785, as
amended, or any other antitrust law
of this state. Tf, after notice and an
opportunity to be heard the Commis-
sioner determines that any of the fore-
going viclations exists, he shall re-
duce his findings to writing and shall
issue an order based thereon and
cause the same to be served upon the
insurer and upon all persons affeeted
thereby directing any person found to
be in violation hereof to take appro-
priate action to cure such violation.
Upon the failure of any such person
to comply with such order, Article
1.14, Section 3, of this Code, shall be-
come applicable to such person, as
well as any other provisions of this
Artiele.
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“(2) The commissioner may require
the submission of such information as
he deems necessary to determine
whether any retention of contrel com-
plies with this article and may re-
quire, as a condition of approval of
such retention of control, that all or
any portion of such information he
disclosed to the insurer’s stockholders.

“th) Truty of Insurer. Unless sub-
jeet to registration under Section 3,
or unless it is a forecign insurer not
subject to disclosure requirements and
standards adopted by statute or reg-
ulation in the jurisdiction of its do-
micile which are substantially similar
to those contained in this Article, or
unless acquisition of its control is sub-
ject to subsections (a), (b), and (c)
hereof, every authorized insureiy shall,
on or hefore November 1, 1971, or
within 30 days after any event re-
quiring notiee hereunder, whichever is
later, notify the Commissioner in writ-
ing of the identity of any person
whom the insurer then knows, or has
reason to believe, controls or has tak-
en any action, other than preliminary
negotiations or discussions, to acquire
control of the insurer.

“(i) Violations. The following shall
be violations of this section:

“{1) the failure to file any state-
ment, amendment, or other material
required to be filed pursvant to this
section; or

“{2) the effectuation or any at-
tempt to effectuate an acquisition of
control of, or merger with, a domestic
insurer unless the commissioner has
given his approval thereto.

“{j) Jurisdiction, Consent to Serv-
ice of Process. The courts of this state
are hereby wvested with jurisdiction
over every person not resident, domi-
ciled, or authorized to do business in
this state who files a statement with
the commissioner under this section,
and over all actions involving such
person arising out of vielations of
this section, and each such persen
shall be deemed to have performed
acts equivalent to and constituting an
appointment by such person of the
commissioner to be his true and law-
ful attorney wupon whom may be
served all lawful proecss in any ae-
tion, suit, or proceeding arising out
of violations of this section. Copies of
all such lawful process shall be served
on the commissioner and transmitted
by registered or certified mail by the
commissioner to such person at his
last known address.

“Section 6. SUBSIDIARIES OF IN-
SURERS. Any domestie insurer, ei-
ther by itself or in cooperation with
one OY more persons, may organize or
acquire one or more subsidiaries, as
an investment but only as permitted
by the investment provisions of the
Insurance Code.

“Saction 7. MANAGEMENT OF
CONTROLLED INSURERS. (a) Not-
withstanding the control of an au-
thorized insurer by any person, the
officers and directors of the imsurer
shall not thereby he relieved of any
obligation or liability to which they
would otherwise be subject by law,
and the insurer shall be managed so
as to assure its separate operaling
identity econsistent with this code.

“{b) Nothing herein shall preclude
an authorized insurer from having or
sharing a ¢common management or co-
operative or joint use of personnel,
propetty, or services with one or more
other persons under arrangements
meeting the standards of paragraph
(4) of Section 4{a) hereof.

“Section 8. PROHIBITION OF IN-
DIRECT ACTION. No holding com-
pany or controlled person shall di-
rectly or indirectlv or through an-
other persom do or cause to bhe done
for or on behalf of the controlled in-
surer anyv act intended to affect, in-
fluence, change, or alter the insurance
operations of the insurer which, if
done by the insurer acting alone,
would violate this code.

“SBection 9. EXAMINATION. (a)
Power of the Commissioner. Subject
to the limitation contained in this
section and in addition to the powers
which the commissioner has under oth-
er articles of this code relating to
the examination of insurers, the com-
missioner shall also have the power
to order any insurer registered under
Section 3 to produce such records,
books, or other information papers in
the possession of the insurer, its hold-
ing company, its subsidiaries, or its
affiliates as shall be necessary to as-
certain the financial condition or le-
gality of conduet of such insurer. In
the event such insurer fails to comply
with such order, every holding com-
pany, every controlled person, subsid-
iary, or affiliate within the insurance
holding company system shall be sub-
jeet to examination by order of the
commissioner if he has cause to be-
lieve that the operations of such per-
gons may materially affect the opera-
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tions, management, or financial con-
dition of any controlied insurer with-
in the system and that he is unable
to obtain relevant information from
such controlled insurer. The grounds
relied upon by the commissioner for
such examination shall be stated in
his order, which order shall be subject
to judicial review only at the instance
of the person sought to be examined.
Such examination shall be confined to
matters specified in the order. The
cost of such examination shall be as-
sessed against the person examined
and no portion thereof shall there-
after be reimbursed to it directly or
indirectly by the controlled insurer.
“(b) Purpose and Limitation of
Examination. The commissioner shall
exercise his power under Subsection
(a) above only if the examination of
the insurer under other sections of
this code is inadequate or the inter-
ests of the policyholders of such in-
surer may be adversely affected.

“(¢) Use of Consultants. The com-
missioner may retain at the registered
insurer’'s expense such attorneys, ac-
tuaries, accountants, and other experts
not otherwise a part of the commis-
sioner's staff as shall be reasonably
necessary to assist in the conduet of
the examination under Subsection
(a) above. Any persons so retained
shall be under the direction and con-
trol of the commissioner and shall act
in a purely advisory capacity.

“(d) Expenses. Each registered in-
gurer complying with the commission-
er’s order and producing for examina-
tion records, books, and papers pur-
suant to Subsection (a) above shall
be liable for and shall pay the ex-
pense of such examination in aecord-
ance with Article 1.16 of this code.

“Section 10. CONFIDENTIAL
TREATMENT. All information, docu-
ments, and copies thereof obtained
by or disclosed to the commissioner
or any other person in the course of
an examination or investigation made
pursuant to Section 9 and zll informa-
tion reported pursuant to Section 3,
shall be given confidential treatment
and shall not be subject to subpoena
and shall not be made public by the
commissioner or any other person, ex-
cept to insurance departments of other
states, without the prior written con-
sent of the insurer to which it per-
tains unless the commissioner, after
giving the insurer and its affiliates

who would be affected thereby notice
and opportunity to be heard, deter-
mines that the interests of policyhold-
ers, shareholders, or the public will
be served by the publication thereof,
in which event he may publish all or
any part thereof in such manner as he
may deem appropriate.

“Section 11, RULES AND REGU-
LATIONS. The State Board of Insur-
ance may, upon notice and opportunity
for all interested persons to be heard,
issue suech rules, regulations, and or-
ders as shall be consistent with and
to carry out the provisions of this ar-
ticle and to govern the conduct of
its business and proceedings hereun-
der. Notwithstanding any other provi-
sions of this article, the board shall
not have any power or authority to
amend or enlarge upon any provision
of this article by rule or regulation
or by rule or regulation to change the
meahing in any manner whatsoever
of any provision of this article or to
promulgate any rtule or regulation
which is in any way contrary to the
underlying and fundamental purposes
of this article or to make any rule or
regulation which is unreasonable, arbi-
trary, capricious, illegal, or unneces-
sary.

“Section 12. INJUNCTIONS: PRO-
HIBITIONS AGAINST VOTING SE-
CURITIES: SEQUESTRATION OF
VOTING SECURITIES. (a) Injunc-
tions. Whenever it appears to the
commissioner that any insurer or any
director, officer, employee, or agent
thereof has committed or is about to
commit a violation of this article or
of any rule, regulation, or order is-
sued by the State Board of Insurance
or by the commissioner hereunder, the
commissioner may apply to the district
court for Travis County for an or-
der enjoining such insurer or such
director, officer, emplovee, or agent
thereof from violating or continuing
to violate this article or any such
rule, regulation, or order, and for such
other equitable relief as the nature of
the case and the interest of the in-
surer's polieyholders, creditors, and
shgreholders or the public may re-
quire.

“(b) Voting of Securities; When
Prohibited. No security which is the
subject of any agreement or arrange-
ment regarding acquisition, or which
is acquired or to be acquired in con-
travention of the provisions of this
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article or of any rule, regulation,
or order issued by the State Board
of Insurance or the commissioner
hereunder may be voted at any share-
holders’ meeting, or may be counted
for quorum purposes, and any action
of shareholders requiring the affirma-
tive vote of a percentage of shares
may be taken as though such securi-
ties were not issued and outstanding,
but no action taken at any such meet-
ing shall be invalidated by the voting
of such seeurities, unless the action
would materially affect control of the
insurer or unless the courts of this
state have so ordered. If an insurer
or the commissioner has reason to
believe that any security of the in-
surer has been or is about to be
acquired in contravention of the pro-
visions of this article or of any rule,
regulation, or order issued by the
State Board of Insurance or the com-
missioner hereunder, the insurer or
the commissioner may apply to the
distriet court for Travis County or to
the distriet court for the county in
which the insurer has its principal
place of business to enjoin any offer,
request, invitation, agreement, or ac-
quisition made in econtravention of
Section b or any rule, regulation, or
order issued by the commissioner
thereunder to enjoin the voting of any
such security so zcquired, to void any
vote of such security already cast at
any meeting of shareholders, and for
such other equitable relief as the na-
ture of the case and the interests of
the insured’s policyholders, ereditors,
and shareholders or the public may
require.

“(¢) Sequestration of Voting Secur-
ities. In any case where a person has
acquired or is proposing to acquire
any voting securities in violation of
this article or any rule, regulation or
order issued by the State Board of
Insurance or the commissioner here-
under the distriet court for Travis
County or the district court for the
county in which the insurer has its
principal place of business may, on
such notice as the court deems appro-
priate, upon the application of the
insurer or the commissioner seize or
sequester any voting securities of the
insurer owned directly or indirectly
by sueh person, and jssue such orders
with respect thereto as may be ap-
propriate to effectuate the provisions
of this article. Notwithstanding any
other provisions of law, for the pur-

poses of this article the situs of the
ownership of the securities of domestic
insurers shall be deemed to be in this
state.

“Section 13. CRIMINAL PRO-
CEEDINGS. Whenever it appears to
the commissioner that any insurer or
any director, officer, employee, or
agent thereof has committed a wilful
violation of this article, the commis-
sioner may cause criminal proceed-
ings to be instituted by the district at-
torney for the county in which the
principal office of the insurer is locat-
ed or if such insurer has no such
office in the state, then by the district
attorney for Travis County against
such insurer, or the responsible diree-
tor, officer, employee, or agent thereof.
Any insurer which wilfully violates
this article may be fined not more
than $10,000. Any indivigual who wil-
fully violates this article may be fined
not more than $5,000 or, if such wil-
ful violation involves the deliberate
perpetration of a fraud upon the com-
missioner, imprisoned not more than
two years or both.

“Bection 14. RECEIVERSHI.
Whenever it appears to the commis-
sioner that any person has committed
a violation of this article which so im-
pairs the financial condition of a do-
mestie ingurer as to threaten its in-
solvency or make the further transae-
tion of its business hazardous to its
policyholders, creditors, shareholders,
or the public, then the commissioner
may proceed as provided in Articles
21,28 and 21.28-A of this code to take
possession of the property of such do-
mestic insurer and to conduct the
business thereof.

“Section 15. REVOCATION, SUS-
PENSION, OR NON-RENEWAL OF
INSURER’S LICENSE. Whenever it
appears to the commissioner that any
person has committed a violation of
this artiele which makes the continued
operation of an insurer contrary to
the interests of policyholders or the
public, the commissioner may, after
giving notice and an opportunity to
be heard, determine to suspend, re-
voke, or refuse to renew such insurer’s
license or authority to do business in
this state for such period as he finds
is required for the protection of pol-
icyholders or the public. Any such de-
termination shall be accompanied by
specific findings of fact and ¢onclu-
sion of law.
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“Section 16. RESCISSION, REVO-
CATION, AND REVERSAL OF
UNAUTHORIZED TRANSACTIONS.
Whenever it appears to the commis-
sioner that any person has entered
into any transaction or act without
having first complied with the provi-
sions of this article applicable to such
transaction or act, and in violation
hereof, the commissioner may, after
giving notice and an opportunity to
be heard, determine and order that
such transaction or act be set aside,
rescinded, revoked, reversed, and ren-
dered void and of no force or effect,
so that the parties to such transac-
tion or act shall be returned to the
position they would have occupied had
not such transaction or act oceurred
in violation of this article,

“Section 17. JUDICIAL REVIEW;
MANDAMUS. (a) Any person ag-
grieved by any act, determination,
rule, regulation, or order or any
other action of the commissioner pur-
suant fo this article may appeal
therefrom under the procedures pro-
vided in Article 1.04 of this code.

“(b) The filing of an appeal pursu-
ant to this section shall stay the ap-
plication of any such rule, regulation,
order, or other action of the commis-
gioner to the appealing party unless
the court, after giving such party no-
tice and an opportunity to be heard,
determines that such a stay would be
detrimental to the interests of policy-
holders, shareholders, creditors, or the
public.

“{¢) Any person aggrieved by any
failure of the commissioner to act or
make a determination required by this
article may petition the district court
for Travis County for a writ in the
nature of a mandamus or a peremp-
tory mandamus directing the commis-
sioner to act or make such determina-
tion forthwith.”

Sec. 2. All laws and part of laws in
this state inconsistent with this arti-
cle are hereby superseded with respect
to matters covered by this artiele,

Sec. 3. If any provision of this ar-
ticle or the application thereof to any
person or circumstance is held inval-
id, the invalidity shall not affect other
provisions or applications of this ar-
ticle which can be given effect without
the invalid proviston or application,
and for this purpose the provisions of
this article are severable.

Sec. 4. The importance of this leg-
islation and the crowded condition of

the calendars in both houses create
an emergency and an imperative pub-
lic necessity that the Constitutional
Rule requiring bills to be read on
three several days in each house be
suspended, and this Rule is hereby
suspended, and that this Act take ef-
fect and be in force from and after
its passage, and it is so enacted.

The Committee Amendment was
read and was adopted.

On motion of Senator Christie and
by unanimous consent, the caption
was amended to conform to the body
of the bill as amended.

The bill as amended was passed to
engrossment.

Senate Bill 233 on Third Reading

Senator Christie moved that the
Constitutional Rule and Senate Rule
30 requiring bills to be read on three
several days be suspended and that
8. B. No. 233 be placed on its third
reading and final passage.

The motion prevailed by the follow-
ing vote:

Yeas—30

Aikin Hightower
Bates Jordan
Beckworth Kennard
Bernal Kothmann
Blanchard Mauzy
Bridges MceXool
Brooks Moore
Christie Patman
Connally Ratliff
Creighton Schwartz
Grover Sherman
Hall Snelson
Harrington Wallace
Harris Watson
Herring Wilson

Absent—Excused
Word

The Pregident Pro Tempore then
laid the bill before the Senate on its
third reading and final passage.

The bill was read third time and
was passed by the following vote:

Yeas—30
Aikin Bernal
Bates Blanchard
Beckworth Bridges
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Brooks Kothmann
Christie Mauzy
Connally McKool
Creighton Moore
Grover Patman
Hall Ratliff
Harrington Schwartz
Harris Sherman
Herring Snelaon
Hightower Wallace
Jordan Watson
Kennard Wilson

Absent—Excused
Word

Senate Bill 677 Re-referred

On motien of Senator Creighton
and by unanimous consent, 8. B. No.
677 was withdrawn from the Commit-
tee on Education and re-referred to
the Committee on County, Distriet and
Urban Affairs.

Committee Substitute
Senate Bill 51 on Third Reading

Senator McKool asked unanimous
consent to suspend the regular order
of business and take up C. 8. 8. B.
No. 51 for consideration at this time.

There was objection,

Senator McKoaol then moved to sus-
pend the regular order of business and
take up C. 8. S. B. No. 51 for con-
sideration at this time.

The motion prevailed by the follow-
ing vote:

Yeas—22
Alkin Jordan
Bates Kennard
Beckworth Kothmann
Bernal Manzy
Bridges McKool
Brooks Patman
Christie Schwartz
Hall Sherman
Harrington Wallace
Herring Watson
Hightower Wilson

Nays-—8
Blanchard Harris
Connally Moore
Creighton Ratliff
Grover Snelson

Absent—Excused

Word

The Pregident Pro Tempore laid be-
fore the Senate on its third reading
and passage to engrossment:

C. 8. 8. B. No. 51, A bill to be en-
titled “An Act providing for a sys-
temn of quadrennial voter registration,
with provisions for renewal of regis-
fration for a succeeding quadrennium;
also providing for transfer of voter
registration duties and other election
duties; etc.,, and declaring an emer-
gency.”

The bill was read third time.

Senator McKool offered the follow-
ing amendment to the bill:

Amend the Committee Substitute
for Scnate Bill No. 61 as follows:

(1) On page 1, lines 14, 15, and 16
of the substitute bill as reported (page
1, lines 6, 7, and 8 of the substitute
bill as printed), strike “amending Sec-
tions 14 and 41a (Articles 2.06 and
5.00a, Vernon’s Texas Election Code);
adding Section 41b;” and substitute
the following: “amending Section 14
{Article 2.06, Vernon’s Texas Election
Code);".

(2) On page 1, lines 20 and 21 of
the substitute bill as reported (page
1, lines 12 and 13 of the substitute
bill as printed), retain the language
“amending Sections 51b and 53a (Ar-
ticles 5.19b and 5.21a);"” in lieu of the
substitution made by Amendment No,
4 which was adopted on second read-
ing.

(8) Strike Section 23 of the sub-
stitute bill as reported and printed
{which becomes 8ection 21 ynder
Amendment No. 6 which was adopted
on second reading), and substitute the
following:

“Sec. 21. Effective dates of sections.
(a) Immediately upon the effective
date of this Act, Sections 2 through
7, 9, 11, 12, 14, and 15 take effect for
registration to vote at elections held
on and after the first day of the first
quadrennium as defined in the Aect.
The law as it exists before the amend-
ments made by this Act continues in
effect for registration to vote at elec-
tions held hefore the first day of the
first quadrennium,

“(b) Sections 1, 8, 10, and 16
through 20 take effect on the first
day of the first quadrennium as de-
fined in the Act.
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*{c¢) Section 13 takes effect on Sep-
tember 1 following the first day of
the first quadrennium as defined in
the Act.”

The amendment was read and was
adopted by the following vote:

Yeas—27
Aikin Jordan
Bates Kennard
Beckworth Kothmann
Bernal Mauzy
Blanchard MeKool
Bridges Patman
Brooks Ratliff
Christie Schwartz
Connally Sherman
Creighton Snelson
Hall Wallace
Harrington ‘Watson
Herring Wilson
Hightower
Nays—3

Grover Moore -
Harris

Absent-—Excused
Word

The bill as amended was passed by

the following wvote:

Yeas—22
Aikin Jordan
Bates Kennard
Beckworth Kothmann
Bernal Mauzy
Bridges MeXool
Brooks Patman
Christie Schwartz
Hall Sherman
Harrington Wallace
Herring Watson
Hightower Wilson

Nays—38
Blanchard Harris
Connally Moore
Creighton Ratliff
(3rover Snelson

Absent—Excused

Word

Senate Bill 884 Ordered Not Printed

On motion of Senator Patman and
by unanimous consent, 3. B, No. 884
was ordered not printed.

Senate Bill 805 Ordered Not Printed

On motion of Senator Patman and
by unanimous consent, S, B, No. 805
wag ordered not printed.

Senate Bill 426 Ordered Not Printed

On motion of Senator Patman and
by unanimous consent, 3. B. No. 426
was ordered nof printed.

Senate Bill 425 Ordered Not Printed

On motion of Senator Patman and
by unanimous consent, S, B. No. 425
was ordered not printed.

Senate Bill 424 Ordered Not Printed

On motion of Senator Patman and
by unanimous consent, S. B. No. 424
was ordered not printed.

Senate Bill 573 on Second Reading

On motion of Senator Moore and
by unanimous consent, the regular or-
der of business was suspended to take
up for consideration at this time on
its second reading and passage to
engrossment:

S. B. No. 573, A bill to be entitled
“An Act authorizing the Board of
Directors of Texas A&M University
to levy certain limited student fees
for the purpose of operating, main-
taining, improving, and equipping the
Texas A&M Student Center Complex
and acquiring or constructing addi-
tions to said Complex; regulating the
collection and control of the fees;
limiting the activities of the Student
Center Complex; and declaring an
emergency.”

The bilt was read secend time and
passed to engrossment.

Senate Bill 573 on Third Reading

Senator Moore moved that the Con-
gtitutional Rule and Senate Rule 30
requiring bills to be read on three
several days be suspended and that
S. B. No. 573 be placed on its third
reading and final passage.

The motion prevailed by the follow-
ing vote:

Yeag—30
Aikin Blanchard
Bates Bridges
Beckworth Brooks
Bernal Christie
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Connally Mauzy
Creighton McKool
Grover Moore
Hall Patman
Harrington Ratlift
Harris Schwartz
Herring Sherman
Hightower Snelson
Jordan Wallace
Kennard Watson
Kothmann Wilson

Absent—Excused
Word

The President Pro Tempore then
laid the bill before the Senate on its
third reading and final passage.

The bil! was read third time and
was passed by the following vote:

Yeag—30

Ajkin Hightower
Bates Jordan
Beckworth Kennard
Bernal Kothmann
Blanchard Mauzy
Bridges McKool
Brooks Moore
Christie Patman
Connally Ratliff
Creighton Schwartz
Grover Sherman
Hall Snelson
Harrington Wallace
Harris Watson
Herring Wilson

Absent—Iixcused
Word

Senate Bill 414 on Second Reading

On motion of Senator Bates and by
unanimous consent, the regular order
of business was suspended to take up
for consideration at this time on its
second reading and passage to en-
grossment:

S. B. No. 414, A bill to be entitled
“An Act amending Statutes to create
& Legislative Property Tax Commit-
tee, defining and prescribing the du-
ties and powers of the Committee
and its members; etc., and declaring
an emergency.”

The bill was read second time.

Senator Aikin offered the follow-
ing amendment to the bill:

Amend 8. B. No. 414 by striking
out the words “or any member there-
of” on line 54, Section C of page 2 of
the printed bill.

The amendment was read and was
adopted.

Senator Herring offered the follow-
ing amendment to the bill:

Amend S. B. No. 414, Section 3,
paragraph (C) by striking therefrom
the words, “or any member thereof,”
on lines 7 and 8 and 3 and 4.

The amendment was read and was
adopted.

Senator Aikin offered the following
amendment to the bill:

Amend S. B. No. 414 by striking
out the following words in Section
“D” “by any member of said com-
mittee” wherever they appear in said
sectiomn.

The amendment was read and was
adopted.

. Senator Grover offered the follow-
ing amendment to the bill:

Amend S. B. No. 414, page 3, by
striking all of paragraph (f), and
;'en{.lmbering all paragraphs accord-
ingly.

The amendment was read and was
adopted.

Senator Aikin offered the following
amendment to the bill:

Amend S. B. No. 414 by adding a
new section to bhe known as Section
TA to read as follows:

“No subpoena shall be issued except
upon majority vote of said commit-
tee,

The amendment was read and was
adopted.

On molion of Senator Bates and
by unanimous consent, the caption
was amended to conform to the %ody
of the bill as amended.

The bill as amended was passed to
engrossment,

Record of Votes

Senators Grover and Hall asked to
be recorded as voting “Nay” on the
passage of the bill to engrossment,
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Senate Bill 414 on Third Reading

Senator Bates moved that the Ceon-
stitutional Rule and Senate Rule 30
requiring bills to¢ be read on three
several days be suspended and that
S, B. No. 414 be placed on its third
reading and final passage.

The motion prevailed by the follow-
ing vote:

Yeas—28
Aikin Jordan
Bates Kennard
Beckworth Kothmann
Bernal Mauzy
Blanchard MeKool
Bridges Moore
Brooks Patman
Christie Ratliff
Connally Schwartz
Creighton Sherman
Harrington Snelson
Harris Wallace
Herring Watson
Hightower Wilson

Nays—2
Grover Hall

Absent—Excused

Word

The President Pro Tempore then
laid the hill before the Senate on its
third reading and final passage.

The bill wag read third time and
was passed by the following vote:

Yeas—28
Aikin Jordan
Bates Kennard
Beckworth Kothmann
Bernal Mauzy
Blanchard McKool
Bridges Moore
Brooks Patman
Christie Ratliff
Connally Schwartz
Creighton Sherman
Harrington Snelson
Harris Wallace
Herring Watson
Hightower Wilson

Nays—2
Grover Hall

Absent—Excused

Word

Senate Bill 676 on Second Reading

On motion of Senator Schwartz and
by unanimous consent, the regular or-
der of business was suspended to take
up for consideration at this time on
its second reading and passage to en-
grossment:

S. B. No. 676, A hill to be entitled
“An Act relating to the places for the
holding of meetings of the Good
Neighbor Commission and to the fi-
nancing and funections of the Commis-
sion; amending Section 4, Chapter 435,
Acts of the 50th Legislature, 1947,
as amended (Article 4101-2, Vernon’s
Texas Civil Statutes); and declaring
an emergency.”

The bill was read second time and
passed to engrossment.

Senate Bill 676 on Third Reading

Senator Schwartz moved that the
Constitutional Rule and Senate Rule
30 requiring bills to be read on three
several days be suspended and that
S. B. No. 676 be placed on its third
reading and final passage.

The motion prevailed by the follow-
ing vote:

Yeas—30

Aikin Hightower
Bates Jordan
Beckworth Kennard
Bernal Kothmann
Blanchard Maunzy
Bridges McKool
Brooks Moore
Christie Patman
Connally Ratliff
Creighton Schwartz
Grover Sherman
Hall Snelzon
Harrington Wallace
Harris Watson
Herring Wilson

Absent—Excused
Word

The President Pro Tempore then
laid the bill before the Senate on its
third reading and final passage.

The hill was read third time and
was passed by the following vote:

Yeas—30
Aikin Beckworth
Bates Bernal
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Blanchard Kennard
Bridges Kothmann
Brooks Mauzy
Christie MeKool
Connally Moore
Creighton Patman
Grover Ratliff
Hall Schwartz
Harrington Sherman
Harris Snelson
Herring Wallace
Hightower Watson
Jordan Wilson

Absent—Excused
Word

Reports of Standing Committees

By unanimous consent, Senator Hall
submitted the following report for the
Committee on County, District and
Urban Aflairs:

S. B. 677 (Floor Report).

By unanimous consent, Senator Wil-
son submitted the following reports
for the Committee on Constitutional
Amendments:

5. I. R. No. 40,
S. J. R. No. 27.
S. 1. R. No. 28.
8. J. R. No. 46.
Messages From the House

Hall of the House of Representatives
Austin, Texas,
March 29, 1971.
Hon. Ben Barnes, President of the
Senate.

~ Sir: I am directed by the House to
inform the Senate that the House has
passed the following:

The House has concurred in Sen-
ate amendments to House Bill No. 3
hy non-record vote.

Respectfully submitted,

DOROTHY HALLMAN,
Chief Clerk, House of Representatives

Memorial Resolutions

S. R. No. 805—By Senator Creigh-
ton: Memorial resolution for Amos C.
“Jiggs” MeClure.

S. R. No. 810—By Senator Watson:
Memorial resolution for Mrs. Mary
L. Wallace.

S. R. 811—By Senator Watson:
Memorial resolution for William Wylie
Rowland.

S. R. No. 812—By Senator Watson:
geﬁ?rial resolution for Richard C.
co

5. R. No. 813—By Senator Watson:
%Iemorial resolution for Sam James
enn.

Weleome and Congratulatory
Resolutions

H. C. R. No. 98—Extending an in-
vitation to the Reverend Dr. Billy
Graham to hold a crusade in Austin,

S. R. No. 801—By Senator Blanch-
ard: Extending congratulations to
Charlene Chambles and Roger Dean
on receipt of Medalist award in Jour-
nalism.

8. R. No. 802—By Senator Blanch-
ard: Extending welcome to Social
Studies Club of Andrews High School.

5. R. No. 803—By Senator Grover:
Extending welcome to students of Con-
dit Elementary School of Houston.

S. R. No. 804—By Senator Wal-
lace: Extending welcome to students
and teachers of Lula B. Stevens Ele-
mentary School of Houston.

S. R. No. 807—By Senator McKool:
Ext{mding weleome to John Hancoek,
et al.

S. R. No. 809—By Senator Watson:
Extending welcome to Wiley Stem.

S. R. No, 814—By Senator Snelson:
Extending welcome to Honors Govern-
ment Class of Central High School.

5. R. No. 815—By Senator Aikin:
Extending welcome to the Honorable
Choice Moore, et al.

Adjournment

On motion of Senator Aikin the
Senate at 12:12 o'clock p.m. ad-
journed until 11:00 o’clock am. to-
moTrow,

FORTY-SIXTH DAY
{Tuesday, March 30, 1971)

The Senate met at 11:00 o’clock
am., pursuant to adjournment, and
was called to order by the President
Pro Tempore.



